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If the State of Michigan adopts and implements biennial budgeting, a number of issues should be
considered. Most of these issues can all be addressed through implementing legislation.

Fiscal Period

According to the National Conference of State Legislatures, 20 states practice some form of biennial
budgeting (down from 44 states in 1940 and 27 states in 1968). The degree to which those states practice
true biennial budgeting varies, as some states commonly enact annual revisions to the initial biennial

All but three of the 20 states maintain 12-month fiscal years, adopting budgets for two consecutive fiscal
years simultaneously. Three states (North Dakota, Oregon, Wyoming) have adopted a 24-month fiscal

The state's budget would need to be balanced and the books closed for the first fiscal year mid-way
through the two-year period, and adjustments would need to be made explicitly to the budget for the
second year in response to changes in revenue estimates and/or expenditure pressures. Under this
scenario, decisions on needed adjustments to balance the state’s budget could not be pushed forward for
more than 12 months.

Legislative Oversight
Changing to a biennial budget process could result in inadequate information for legislative oversight

detailed spending plans for each appropriation line item to the relevant House and Senate appropriations
subcommittees and fiscal agencies within 15 days of their approval by the State Budget Office.

This would include all spending plans and supporting detail submitted by the departments to the State
Budget Office in compliance with section 371 of the Management and Budget Act, MCL 18.1371.

Spending plans would offer legislators a measure of oversight over budget details to ensure that spending
remained consistent with legislative priorities.

Detailed spending plans would include planned spending by fund source and by program/PCA code for the
fiscal period. Information would also include allocations of specific contracts to be funded for each line
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item by fund source and the total cost of each FTE position to be funded for each line item. Spending plan

updates, where applicable, would be submitted to the subcommittees and fiscal agencies on at least a
quarterly basis.

until the end of the second year of the two-year period—when they could potentially involve very large
amounts of money—would be avoided.

Other Issues to Consider

e Changes may need to be made to the mechanisms used to adjust the budget to ensure that the
Legislature had an appropriate role in budget decision making. Currently, both legislative transfers and
executive order reductions require approval only by the two appropriations committees. Under a
biennial budget process, the magnitude of the budget adjustments made through those mechanisms
could increase substantially due to the longer time horizon over which revenues and caseload
expenditures would need to be forecast.

* The provision in the state's constitution that allows the Legislature to reject increases in rates of
compensation for classified state employees (Article X, section 5) may need to be amended to provide
for such consideration of compensation increases to occur on a biennial, rather than annual, basis, in
order to be consistent with the new budget process. -

budget for the second year of the two-year period. NCSL notes that, "Connecticut's experience has
been that budget revisions and adjustments to account for new programs cause off-year budget
revision to be about as time-consuming as creation of the full budget.” (Connecticut is the state that
switched from annual to biennial budgeting most recently, in 1991.)

Note: All information attributed to NCSL is taken from the issue brief, " Annual and Biennial Budgeting: The

Experience of State Governments,” which is available at httg://www.ngsl.orggDefaglt.a_s_ngZTale=126&.



